THE UNIVERSIIY 
OF MICHIGAN 


FEBS 1960 


MAIN 
[No. 38] READING ROOM 


FULL COMMITTEE CONSIDERATION OF H.R. 9464, H.R. 9465, RE- 
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Houst or RePRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C., Tuesday, January 19, 1960. 

The committee met at 10 a.m., Hon. Carl Vinson (chairman) pre- 
siding. 

The CHAIRMAN. Let the committee come to order. 

Members of the committee, since this is our first meeting of the 
second session, I want to take the opportunity to welcome all of you 
back. I trust that your vacation from congressional duties has been 
both profitable and pleasant. 

Since we last met, two of our colleagues have announced that they 
will not seek reelection. I refer to our distinguished colleague from 
North Carolina, Mr. Durham, and our distinguished colleague from 
Ohio, Mr. Hess. While this may not be the time or place to extoll 
their virtues, I cannot let this opportunity pass without paying the 
highest tribute to each of them. 

Mr. Durham was elected to the 76th Congress and has now entered 
his 22d year of continuous service. He became a member of the 
House Military Affairs Committee in the 77th Congress, and it has 
been my personal pleasure and privilege to have served on this com- 
mittee with him for the past 13 years. Not only has he served with 
distinction on the House Military Affairs Committee and on this com- 
mittee, but he has served both as vice chairman and chairman of the 
Joint Committee on Atomic Energy. All of us will miss his kindly 
manner and his devoted service. 

Mr. Hess was elected to the 71st Congress. He has now entered 
his 28th vear of congressional service. With two breaks in service, 
he has twice found himself at the foot of the class upon reelection. 
But it is a fact known to all of us that his high sense of responsibility 
has never diminished in any degree, regardless of his position of 
seniority within the committee. 

Mr. Hess became a member of the old Naval Affairs Committee in 
1939, and I have enjoyed the privilege of his friendship and committee 
association since that time. The value which I have placed upon 
that friendship and association is best evidenced by the fact that he 
has received the highest positions of responsibility which I could ob- 
tain for a minority member during the period of my chairmanship. 

We will greatly miss both of our colleagues, but we bow to the cir- 
cumstances and personal wishes which have prompted their decision 
to retire. With them will always go our very best wishes. 

While I cannot yet give you our full committee program, this morn- 
ing we have a subcommittee report on some legislation. In addition, 
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we will have a report from the Real Estate and Construction Sub- 
committee. Then we will have the Navy’s explanation with refer- 
ence to an amendment to the operating agreement on Naval Petro- 
leum Reserve No. 2, at Buena Vista Hills, Calif. Following that, we 
will go into executive session to consider a classified matter. 

On Thursday, the 21st, we will begin our military briefing, and have 
scheduled the Secretary of Defense. and the Chairman of the Joint 
Chiefs of Staff for both Thursday and Friday, or so much thereof as 
may be required. 

I propose to have this in executive session, at least to hear Secretary 
Gates and General Twining. 

During the following week of January 25 this briefing will be con- 
tinued by the military departments. Obviously, these endeavors will 
consume the remainder of the month of January. 

I hope that the military construction bill for fiscal 1961 will be 
submitted by the last week in January. It is my intention to begin 
hearings on that bill as early as possible in February, and I hope to 
conclude House consideration of the bill within the month of February, 
so it will be submitted to the House in the first week of March. 

Now, that brings us down to having a report from Mr. Rivers’ 
subcommittee with reference to two bills which his subcommittee has 
reported. 

Mr. Rivers, we will recognize you to give your subcommittee’s report. 

Mr. Rivers. Mr. Chairman, Subcommittee No. 3 met on last 
Tuesday for the purpose of considering two bills, 9464 and 9465. 

These bills were reported out unanimously favorably. They were 
departmental bills. 

The first heard by the subcommittee was H.R. 9464. The purpose 
of this bill is to repeal the requirement presently in the statutes that 
if the Chief of the Bureau of Ships is specially qualified and expe- 
rienced in naval engineering, the Deputy Chief must be especially 
qualified and experienced in naval architecture, and vice versa. 

Section 5145 of title 10, United States Code, provides that the 
Deputy Chief and the heads of the major divisions of the Bureau of 
Ships must all be officers on the active hist of the Navy who are spe- 
cially qualified and experienced in either naval engineering or naval 
architecture. 

Subsection (b) of that section provides that when the Chief is 
specially qualified in one of these fields, the Deputy Chief must be 
specially qualified in the other. 

This requirement in the law was designed to assure proper emphasis 
in the Bureau of Ships on both specialties. In 1940 the Bureau of 
Construction, which was made up of staff corps officers specializing 
in naval architecture, and the Bureau of Engineering, which was made 
up of line officers specializing in engineering duties only, were consoli- 
dated to form the Dasere of Ships. 

Inasmuch as the merger of the functions of the Bureau of Construc- 
tion and the Bureau of Engineering into the new Bureau of Ships 
meant that the new Bureau would have under its jurisdiction both 
former staff corps officers, specializing in architecture, and naval engi- 
neers, who were restricted line officers specializing in engineering, 
concern was expressed that one or the other group might unduly 
dominate the activities of the Bureau. Hence, the present require- 
ment in the law. (LL9%) 
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Since 1940, however, both types of officers assigned to the Bureau 
of Ships have been designated as line engineering-duty-only officers. 
repress a rly, since that time young officers being brought into the 
program ah been given postgraduate training which combines both 
the courses in naval architecture and marine engineering. Such 
officers, after graduation, have also been given opportunities to take 
advanced training in various specialized fields. Under these circum- 
stances, therefore, it has now become most difficult to distinguish an 
architect from an engineer except for the most expert design specialists, 
Therefore, the technically trained officers now under the jurisdiction 
of the Bureau of Ships are basically a homogeneous group and the 
existing requirement relating to the appointment of the Chief and 
Deputy Chief no longer serves a useful purpose. 

The present requirement in the law unnecessarily makes more diffi- 
cult the assignment of the most competent and capable officers under 
the jurisdiction of the Bureau of Ships to its top administrative billets. 
Elimination of this requirement will therefore permit the President, 
in selecting the Chief, and the Secretary of the Navy, in selecting the 
Deputy Chief, to choose those officers who have the greatest adminis- 
trative and organizational talent without regard to their technical 
specialties. 

The Department of Defense has advised that enactment of this 
legislation will entail no increased cost. 

That is the explanation, Mr. Chairman. 

The CHarrMaAN. Are there any questions from any members of the 
committee? 

From the report it looks like we are on sound ground in following 
the philosophy that has recently been adopted by the Department, 
that a man must have a general knowledge of various things and 
therefore general knowledge would be sufficient, and he need not be 
particularly trained in that or that or the other thing. 

I think it is a pretty good—— 

Mr. Rivers. They are all the same now. They have all the 
qualifications. 

The CHarrMAN. It is a good bill. 

Without objection, the bill will be favorably reported. 

Let the record show a quorum is present. 

And I think the bill can go on the Consent Calendar. 

(Mr. Smart nods.) 

The CuarrMan. So, Mr. Smart, place it on the Consent Calendar. 

Mr. Rivers, look after the bill when it is called on the floor. 

Mr. Rivers. Yes, sir. 

The CuarrmMan. Now, the next bill is 9465, to authorize the exten- 
sion of the loan of a naval vessel to the Government of the Republic 
of China. 

Mr. Rivers. Under the authority granted by the act of August 5, 
1953, Public Law 83-188, the ex-U.S.5. Rodman (DD 456) was loaned 
to the Govetnment of the Republic of China for a period of 5 years. 
This loan will expire on July 28, 1960, 5 years from the beginning of 
the original loan. 

The Chinese Navy presently consists of four destroyers which are 
loaned from the United States, and five destroyer escorts which are 
all ex-U.S. ships. 
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The destroyer U.S.S. Rodman, the subject of this bill, is one of the 
four destroyers presently under the jurisdiction of the Chinese Navy. 
Each of the naval combatant ships presently under the jurisdiction of 
the Chinese Navy are essential to its continued defense efforts. 
Therefore, an extension of the existing loan of the ex-U.S.S. Rodman 
to the Chinese Navy is deemed in the best interests of both the Gov- 
ernment of the Republic of China and the United States. 

Inasmuch as the basic authority under which the original loan of 
the U.S.S. Rodman was effected has expired, new authority will be 
required to extend the existing loan which necessitates the proposed 
bill. 

As the chairman knows, we have all of them on a 5-year loan, and 
we review them at the end of that time to see whether or not they 
ought to be extended. 

The CuarrMan. This bill merely is a requirement, merely author- 
izing the extension for a 5-year period of the Rodman. 

Mr. Rivers. There will be no cost 6n this one also, Mr. Chairman. 

The CHAIRMAN. Without objection 

Mr. Harpy. Mr. Chairman, could I just raise a question about the 
other four? 

The CHarrRMAN. Yes, sir. 

Mr. Harpy. Is each of them—first, is each of them under a separate 
authorization? 

The CuarrMAN. For 5 years. The Rodman was first, for one ship. 
Then later there were three more. Those three run 5 years, and their 
5 years is not up. The Rodman’s 5 vears is up. This is extending it 
5 years; is that correct? 

Mr. Rivers. Yes, sir. 

Mr. SLATINSHEK. Yes, sir. 

The CHAIRMAN. That is right. 

Mr. Rivers. We asked the Department of Defense to get up and 
bring up all the legislation they had on these respective expirations so 
the committee would have them, and they are now in the process of 
getting those up, and I understand they got their last report before 
the State Department. 

The CuatrMan. If this is not renewed, then the Rodman will have 
to be turned back to the United States, and the Chinese Navy will 
fall down to three ships instead of four. 

Mr. Rivers. They are not taken off the line, Mr. Chairman, 
either. They all come out of the reserve fleet. 

Mr. Harpy. To follow up, Mr. Chairman, I am thoroughly in 
accord with the legislation, but I just was trying to understand what 
was involved with respect to the others. 

Now, the other three are all under specific authorization? 

The CuarrMan. That is right. 

Mr. Harpy. Were they acquired at the same time? 

The CuHarrMan. No, two ships were originally transferred in 
February 1954 while the other was transferred in February 1959. 
However, these three ship loans will now expire at the same time, 
February 1964. 

Mr. Conetan. Mr. Chairman. 

Just a question, Mr. Rivers. What about the maintenance of these 
ships? 

Mr. Rivers. They take care of all that. 
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Mr. Conetan. Do they take care of all that themselves? 

Mr. Rivers. Yes, sir. 

The CuarrMan. Without objection, this bill will be reported. 

I think this bill can be placed on the Consent Calendar. Place it 
on the Consent Calendar. 

Now, members, that disposes of all the legislative matters, and 
probably the first thing that will be brought up will be the Consent 
Calendar on the floor. 

Now, the next matter is a report by Mr. Philbin, or Mr. Doyle—I 
am sorry Mr. Philbin couldn’t be here this morning—from the Real 
Estate Subcommittee. 

Mr. Doyte. Mr. Chairman. 

On last Friday, January 15, your Real Estate Subcommittee held 
hearings on 10 real estate projects. 

The Air Force had three acquisition projects involving land for 
Capehart housing projects. The three imstallations involved were 
Clinton-Sherman Air Force Base, Okla.; Schilling Air Force Base, 
Kans.; and Offutt Air Force Base, Nebr. 

The Air Force also had two disposal projects as follows: 

Baton Rouge Air Force Station, La. This disposal involved 530 
acres with improvements involving an original cost of $2,056,000. 

The second disposal involved the Palm Beach Air Force Base in 
Florida and covered 2,163 acres of land and improvements with an 
original cost of approximately $23 million. In this instance, a 
number of buildings and areas are being retained by the United States 
for Reserve and other activities. 

Navy: The Navy had only three projects before the subcommittee 
and they were all disposals. They are as follows: 

No. 235, the Reserve Aircraft Plant in Buffalo, N.Y. This had 
an original cost of $516,000 and covers only 1 acre of land. 

No. 237, the Naval Ammunition Depot, Shumaker, Ark. This 
project covers the disposal of over 64,000 acres of land, and the 
original cost of the land and improvements was $124,410,000. I 
might mention that the maintenance cost on this installation would 
be about $1 million a year if retained. 

No. 238. This project covers two Navy Reserve plants at Hender- 
son, Nev. This property will be turned over to GSA for disposal to 
the American Potash & Chemical Corp., the current and planned 
mobilization operator. The sale will contain a 10-year national 
security clause. 

Army: The Army had two projects as follows: 

Disposal No. 143, a part of Fort Gordon, Ga., covering 58 acres in 
three separate tracts. 

No. 149A, the Michoud Ordnance Plant, La. This project involves 
855 acres at an original investment of $31,493,000. 

Mr. Chairman, all of these projects were gone into most carefully. 

In the case of the acquisitions, the subcommittee inquired into com- 
parable sales in the area and was satisfied that the price proposed in 
each instance was reasonable. 

In the case of the disposals, the subcommittee made detailed inquiry 
into questions as to whether there might be some residual need for 
the property by the Government and was satisfied that the best in- 
terests of the Government would be served by disposing of the 
properties. 
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Mr. Chairman, I move favorable consideration of the report. 

The CuHarrMan. I will say, members of the committee, it has been 
my privilege to examine each one of these disposals and acquisitions, 
and I think the facts warrant favorable consideration, and if there are 
no questions, then we will advise the Department that the committee 
interposes no objection to the acquisitions or disposals covered by 
the report. 

Now, I want to call your attention to this: Yesterday, of course, 
the President delivered his Budget, and of course all of you last night 
carefully studied it. 

In my studying of it I found this. I want to call the attention of 
all of you to this: 

In the budget message for 1959 and again in 1960, I recommended immediate 
repeal of section 601 of the act of September 28, 1951 (65 Stat. 365). This section 
prevents the Military Department and the Office of Civilian and Defense Mobil- 
ization from carrying out certain transactions involving real property unless they 
come in agreement with the Committees on Armed Services of the Senate and the 
House of Representatives. 

That is just what we dealt with: real estate projects. 

As I have stated previously, the Attorney General has advised me that this 
section violates fundamental constitutional principles. Accordingly, if it is not 
repealed by the Congress at its present session, I shall have no alternative there- 
fore but to direct the Secretary of Defense to disregard the section unless a court 
of competent jurisdiction determines otherwise. 

Now, I am going to offer at the proper time, after a study, legisla- 
tion whereby these reports will be made to the Congress, with some 
leeway that if the Congress does not act adversely within such and 
such time, then they automatically are approved. 

Now, I do not think it is wise for us to lose control and knowledge. 
And the only difference is there might be some doubt as to submitting 
it to a committee, but there can be no doubt, no constitutional doubt, 
requiring this information be submitted to the Congress. Because the 
Congress has always prescribed by resolution or law the terms and 
conditions upon the acquisition and disposal of any real property. 
And the committee is not the Congress. And on that technical ground 
the President might legally be on sound ground. But this committee 
must, if it is going to function, be apprised of all the acquisitions and 
disposals that take place. And the proper way we can do it is just 
by the same principle that is involved in reference to reorganizational 
matters. If they come up and the Congress does not by concurrent 
resolution disapprove of it, why, then it automatically goes into 
effect. But Congress has the voice if it wants to exercise it. 

So at the proper time I will try to lay a proposal before the com- 
mittee and have a hearing on that matter. 

Now, that disposes of that for the time being, I hope. 

Now, the next question before the committee requires Captain 
Miller, who is the custodian of the naval petroleum reserves. 

I regret to say that I think they are getting smaller and smaller as 
the years go by and have less and less oil in them. But nevertheless 
we are fortunate that Captain Miller is still the custodian of them. 
And he has a problem with reference to Teapot Dome 

Mr. Smart. No, Buena Vista Hills. 

The CuarrMan. Oh, yes. 
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Well, the Teapot Dome matter and the Alaska reserves are coming 
up a little bit different. 

Mr. Smart. In legislation, Mr. Chairman. 

The CuartrMan. That is right, we will have some legislation. 

Now, explain it to the committee so the committee can understand it. 

Mr. Smart. Mr. Chairman, may I offer for the record the Navy 
letter, which is four pages long? I don’t think the committee wants 
it read. 

The CuarrMan. All right. 

Mr. Smart. Let Captain Miller explain it. 

(The letter follows:) 

DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., November 20, 1959. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHarrMAN: I am pleased to consult with the committee pur- 
suant to an act of Congress approved August 10, 1956 (10 U.S.C, 7421-7438). 
Consultation on this occasion has to do with a proposed second amendment to 
unit agreement for the Antelope Shale Zone of the Buena Vista Hills Oil and 
Gas Field, Kern County, Calif. (NOd. 8950-8951). 

Article XI of the unit agreement for the Antelope Shale Zone provided that 
for a period of 5 years after the effective date of the agreement, which would be 
until December 3, 1959, wells could be drilled to the Antelope Shale Zone on 
lands of the participants outside the participating area, which was used in deter- 
mining the participating percentages in production, and that if the wells were 
sufficiently productive, the participating area could be extended to include the 
new wells and the participating percentages would be adjusted accordingly. 
It was further provided that upon the expiration of 5 years and 6 months after 
the effective date of the agreement, which would be until June 3, 1960, that those 
lands covered by the unit agreement which had not been included within the 
participating area would be excluded from the operation of the unit agreement. 

Because of the unorthodox character of the Antelope Shale Zone, the develop- 
ment of the zone has not been completed and the Standard Oil Co. of California 
and the Honolulu Oil Co., who are the owners of all operating rights in the zone, 
have submitted the proposed second amendment, a copy of which is appended 
as enclosure (1), which will extend the time within which wells may be drilled to 
determine fully the participating area which will finally set the participating 
percentages of the parties. This is considered by the Department of the Navy 
to be in the public interest provided that at least one exploratory well be drilled 
on or before December 3, 1960, and the proposed amendment specifies that at 
least one well will be drilled before that date. As is true with respect to all 
operational and development costs, the cost of drilling this or any other well is 
borne by the lessee and not the United States. 

Under the proposed amendment the original unit agreement is extended in 
regard to final determination of the participating area, under article XI, for 1 
year with the right to extend the time further upon approval by the Director, 
Naval Petroieum and Oil Shale Reserves. This will allow the participants 
sufficient time to fully develop the limits of the zone. 

The proposed amendment has been executed by the Standard Oil Co. of Cali- 
fornia and the Honolulu Oil Corp. Inasmuch as these lands are within Naval 
Petroleum Reserve No. 2 the proposed amendment has been approved by me as 
the Acting Secretary of the Navy. This action also approves such changes or 
modifications in the ‘‘Plan for Cooperative Development of Buena Vista Hills 
Oil and Gas Field, Kern County, Calif.,’’ dated October 1, 1935, and in the “‘Plan- 
Agreement for Cooperative Development of Lands of the United States in Buena 
Vista Hills Oil and Gas Field, Kern County, Calif.,’? dated October 1, 1935, as 
may result from the execution of the proposed amendment, In substance these 
agreements are well-spacing programs covering all of Naval Petroleum Reserve 
No. 2 and certain adjacent Federal and private lands. The United States was a 
party to the latter agreement which, by reference, incorporated the former agree- 
ment. The surface area covered by the plan-agreement and the plan for coopera- 
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tive development is conterminous and is shown on enclosure (2), together with the 
surface area covered by the unit agreement for the Antelope Shale Zone. 

The aforesaid plan-agreement provides in paragraph 16 as follows: 

“Tt is recognized that it may be found necessary or expedient to amplify, 
change, or modify some of the terms and provisions of this plan-agreement; and, 
therefore * * * any of the terms and provisions of this plan-agreement may be 
amplified, changed, or modified by the written consent of second parties operating 
80 percent of the area included within the leases subject to this plan-agreement, 
with the written approval of the Secretary of the Navy of the United States, with 
the consent of the President of the United States, and with the written approval 
of the Secretary of the Interior of the United States * * *.’’ 

Hence, before this amendment can be effective, in addition to the approval of 
the officials of the Government named above, it is necessary to obtain the approval 
of the operators of 80 percent of the area covered by the plan-agreement. The 
Standard Oil Co. of California and the Honolulu Oil Corp. have obtained the 
necessary consents of other operators in the area. These consents are on file in 
the office of the Director, Naval Petroleum and Oil Shale Reserves. 

The unit agreement for the Antelope Shale Zone, which became effective on 
December 3, 1954, was entered into for the purpose of conserving the natural 
resources and of obtaining ultimately the economic maximum recovery of oil, 
gas, and associated hydrocarbons of the Antelope Shale Zone. The agreement 
made this possible by appointing a single operator for this zone and equitably 
apportioning the production between owners of operating rights in the zone. 
Article XI of the agreement provides for the adjustment of interests between the 
owners of operating rights in the event future development of the zone proved 
the productive area to be greater than was known at the time of the agreement. 
At the time of execution of the agreement, the respective percentage interests of 
operating right owners was: 


Percent 
Standard Oil Co. of California F ‘ : 56. 6205 
Honolulu Oil Corp_-- a $3. 3795 


Pursuant to the provisions of article XI the respective percentage interests have 
subsequently been adjusted to: 

Percent 
Standard Oil Co. of California____- .. 58. 9498 
Honolulu Oil Corp__- : ee 


Since the only interest of the United States in the participating area covered by 
the unit agreement is royalty interest in leases held by the Honolulu Oil Corp. as 
lessee of the United States, it is apparent that the percentage interest of the United 
States has declined as the productive area of the Antelope shale zone has been 
extended pursuant to article XI. However, this is not considered to have ad- 
versely affected the interests of the United States inasmuch as it is now entitled to 
a smaller percentage of a larger quantity of oil, rather than a larger percentage of 
a smaller quantity of oil as existed at the time of the execution of the unit agree- 
ment. 

The proposed amendment has been approved as to legality by the Judge Advo- 
cate General of the Navy, and inasmuch as its execution is subject to approval of 
the President, the document has been submitted to the Attorney General for 
review. 

As soon as consultation with the Armed Services Committees of the Congress 
is completed and the opinion of the Attorney General has been received, the pro- 
posed amendment will be submitted to the President for his approval. 

Sincerely yours, 
F. A. Banrz, 
Acting Secretary of the Navy. 

Enclosures: 

(1) Copy of second amendment to unit agreement for the Antelope shale 
zone of the Buena Vista Hills oil and gas field, Kern County, Calif. (NOd. 
8950-8951). 

(2) Map showing surface area covered by plan for cooperative development 





of Buena Vista Hills oil and gas field, Kern County, Calif., plan-agreement 
for cooperative development of lands of the United States in Buena Vista Hills 
oil and gas field, Kern County, Calif., and unit agreement for the Antelope 
shale zone of the Buena Vista Hills oil and gas field, Kern County, Calif. 
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The CuarrMan. I wanted the committee to keep informed on this, 
so I asked the captain to come up here and tell the committee all 
about it. 

Captain Mituier. Mr. Chairman, I am Capt. A. S. Miller, Director 
of Naval Petroleum Reserves. 

In accordance with our law, we must consult with this committee 
on any significant matters pertaining to the reserve. 

The subject this morning is the second amendment to the unit 
agreement for the Antelope sbale zone, Buena Vista Hills oil and gas 
field in Kern County, Calif. 

That unit agreement was formed in 1954 and approved by the Presi- 
dent on December 3 of that year. 

The unit agreement gave the participants 5 years in which to outline 
the area of productivity from that Antelope shale zone. That would 
bring them up to December 3, 1959. 

The participants have requested this amendment, which in effect 
will extend for a period of 1 year the time to outline that area of 
productivity. 

The Navy has recommended approval of this amendment, and it is 
for that purpose we are here to consult with this committee. 

And I would like to briefly outline on the chart what it consists of. 

The CHarrMan. All right, go right ahead now. 

Captain Minter. This again is Buena Vista Hills, Calif., Kern 
County. 

In 1935, there was a boundary plan agreement for cooperative de- 
velopment, which is outlined here in red, in part. 

This consists of about 37,000 acres, of which 30,000 were within the 
reserve and some 4,000 acres were Government lands and 3,000 acres 
belonged to Standard Oil of California. 

The 1954 agreement boundary of the Antelope shale unitized area 
was in general—which took in this area all the way around in through 
here [indicating]. 

Now, the actual Antelope shale zone is outlined in brown. 

At the time of the unitization there were 21 wells in that area, and 
since that time they have put a total of 72 wells in there. 

There have been 18 changes in the zone or in the area since 1954. 
That has increased quite a bit. 

The original area was right in here [indicating]. It has gone up 
into this corner here [indicating]. 

Now, all that this amendment does is give them another year during 
which they agree to drill one more well to more accurately determine 
the line of productivity. 

The reason for this extension is that at the end of the time period, 
which at the present time extends to June 3, 1960, they must exclude 
the rest of this land, which is in the green, from the unit agreement. 

That, gentlemen, is—— 

Mr. Gavin. Who is doing the operation out there? 

Captain Mriuter. The Honolulu Oil Co. is the operator. 

Mr. Gavin. What is the production on that property now? You 
said 72 wells. 

Captain Miuuer. Production is presently some 4,600 barrels per 
day and has aggregated about 10,120,000 barrels. 

The Government’s royalty is 14 percent of production, allocated to 
leased lands. 
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The CuatrmMan. Now, members of the committee, under the unit 
agreement and under the law, the committee does not have to reach 
any conclusion pro or con. All we have to do is be consulted. 

(Captain Miller nods.) 

The CuarrMan. And the captain has already consulted us. 

The captain now—of course if we did not agree with them, why, of 
course we could offer a resolution in the Congress and disapprove what 
he has recommended. 

But we do not have to act. All we have to do is to keep posted. 
The captain is keeping us posted. 

If there are no questions, we want to thank him. 

Mr. Gavin. Wait a minute. I have a further question. 

What is the life of this agreement now? 

Captain Mruuer. As of the present time, sir, it expired the 3d of 
December 1959, so far as the drilling goes—— 

Mr. Gavin. I can’t hear you. 

Captain Mruuer. It has expired, the 3d of December 1959, so far 
as the drilling goes. But then they have an additional 6 months in 
order to evaluate the data and outline the productive area. So that 
brings it up to the 3d of June 1960. 

The CHarrMAN. Any questions—— 

Mr. Gavin. Wait. 

What is this, an extension—— 

Captain Mruuer. An extension of 1 year, sir. 

Mr. Gavin. 1 year? 

Captain Minuer. Yes. 

Mr. Gavin. And in this extension, what do you propose to do? 

Captain Mituer. We propose—they have committed themselves 
to drill one more well to assist in determining the outlines of this area. 

Mr. Gavin. Would that be in that bounded area or outside of that 
area? 

Captain Miuuer. It would be within the brown area, sir. 

Mr. Gavin. Within the productive area in brown? 

Captain Mruuer. Yes, sir. 

Mr. Gavin. What is the purpose of it; if they know that the pro- 
duction is there, what is the purpose of drilling this additional well? 

Captain Minter. To determine accurately whether this line is 
proper here or possibly here [indicating]. It may increase- 

Mr. Gavin. Wouldn’t you think they would go outside of that 
area, then, to determine whether there 1s any production above the 
enclosed area? 

Captain Mixer. If they go outside the brown area as it exists at 
the present time, then they will increase the area of production, which 
will change the participating percentage of each participant. 

The CHatrRMAN. It must be confined to the present area? 

Captain Miuuer. Yes, sir. The participating percentage will de- 
pend on the total area produced. 

The Cuarrman. Thank you. 

Mr. Becker. Mr. Chairman. 

I couldn’t quite understand what the captain meant by what rights 
they have in the next 6-month period. I don’t quite get that. 

He said the agreement expired December 3, 1959, but in the next 
6 months there is something doing there, but I couldn’t quite under- 
stand it. I couldn’t get it. 
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Captain Mruuer. Sir, in order to take the data obtained from the 
final drilling of any wells, it gives them 6 months to assemble the data, 
evaluate it, and determine where that boundary should be. 

Mr. Becker. Then what happens? 

Captain Mriuer. Then all lands which are not within the produc- 
tive area are excluded from the agreement. The agreement as orig- 
inally drawn up includes all of the land within the green lines, a 
considerably larger area than what is now productive. 

Mr. Becker. Then the area will be increased? 

Captain Mriuer. The final boundaries of the productive area are 
established when this additional year is up. 

Mr. Becker. I see. 

Mr. Gupser. Mr. Chairman. 

Captain, I believe you said that in the original area outlined in red 
there are some 31,000 acres of public land and 4,000, roughly, of 
Standard Oil land? 

Captain Miuier. No, 37,000 acres of land, approximately 30,000 
of which was within Petroleum Reserve No. 2, 4,000 of which was 
Government land outside of the reserve, and 3,000 of which belonged 
to Standard Oil of California. 

Mr. Gusser. Now, may I ask—I presume it is the brown area 
that is irregular 

(Captain Miller nods.) 

Mr. Gusser. Roughly how much of that is privately or was 
originally private land? 

Captain Mriiuer. This area marked “Standard Oil Co. of Cali- 
fornia’ is owned in fee by Standard Oil. This is Government-leased 
land, in this area here [indicating], leased to Honolulu Oil Corp. 
This is Government-leased land in here [indicating]. 

Now, I think I have the figures for that, sir. 

Mr. Gussrer. Oh, roughly. 

Captain Mixtuer. It embraces 4,013 acres, of which—that is the 
productive area—of which 1,620 are Government lands and 2,393 
are private lands. 

Mr. Gusser. Now, once this area is delineated and finally resolved, 
then we continue to let private producers exploit the field and we con- 
tinue to get our 14 percent royalty; is thatright? 

Captain Mitier. That is correct, sir. 

Mr. Gupser. Even on those lands which prior to the agreement 
were privately owned? 

Captain Minuer. Yes, sir. 

You must understand that this is a deeper pool than the rest of the 
upper sections. 

Now, all of Reserve No. 2 is leased. We have 17 leases to 7 lessors 
in that Reserve No. 2. 

Mr. Gupser. Isn’t the normal royalty agreement between an 
owner in fee and an oil company about 8 percent? 

Captain Mriier. One-eighth or 124 percent. 

Mr. Gupser. One-eighth? Oh, ves. Thank you. 

The CHAIRMAN. Thank you very much, Captain. 

Mr. Duruam. Mr. Chairman. 

The CuarrMaAn. Mr. Durham. 

Mr. Duruam. In regard to the 14-percent royalty, we have other 
agreements in the Federal Government. Are all of them based on 
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the 14 percent or is there a differential there between the other 
agreements and this one? 

Captain Mriuer. I would like to have that question again, sir, 
I didn’t quite get it. 

Mr. Duruam. I say, on the 14-percent royalty, does that apply to 
all the agreements that we have, since we have other agreements—— 

Captain Miutier. It does not apply to all. It applies to this 
Antelope Shale Zone Agreement only. Our average royalty, which 
is on a sliding scale in the upper zone, is about 12.9 percent. 

Mr. Duruam. Well, how do you arrive at extended drilling? Now 
you are going to let them open up another well. Is that determined 
by your Department or is that determined by the Interior Depart- 
ment, who did own that land, of course? 

Captain Miter. The drilling of the well is determined by the 
operator of the unit, in agreement with the other participants. Where 
they drill that well and when is up to them. But they have com- 
mitted themselves to do it within a year. 

Mr. Coneran. Mr. Chairman, one quick question. 

Mr. Duraam. Mr. Chairman. 

The CuarrmMan. Mr. Durham. 

Mr. Duruam. Of course, when we began all of this, it was to con- 
serve the oil for eventual possibilities, for national defense. 

Now, the Defense Department looks at that pretty carefully, 
because before they do extend it or give consent to drill more wells— 

Captain Miiiter. May I point out, sir, that Reserve No. 2 is 
operated as a regular oil field. The lands were leased out in the early 
1920’s, 1920-21, by the Interior Department. When the Reserves 
were returned to the Navy, we still continued to administer those 
leases. As a matter of fact, a branch of the Interior Department 
administers and watches out for those leases for us, the U.S. Geological 
Survey, and we pay them for the services rendered. 

Mr. Duruam. Well, then, in fact you people are looking to the 
future on the extended drilling of these operations as a conservation 
matter, are you not? 

Captain Mitier. Yes, sir. These unitization agreements are a 
conservation matter, because it permits two participants to produce 
their field in an orderly and economic manner. 

The CuarrMan. In other words, as I understand it, in 1920, after 
the Teapot Dome scandal, the reserves were turned over to the Navy. 
The Buena Vista field had almost been developed. It has been 
leased out by the Interior Department. 

Captain Miuier. Yes, sir. 

The CuartrMan. And did not have the reserve qualities that the 
Teapot Dome and Elk Hills had. So therefore you had to respect 
the prior leases that the Interior Department had made at Buena 
Vista. 

Captain Miuuer. Yes, sir. 

The CHAIRMAN. So you are administering it on that basis now. 

Captain Miuuer. Yes, sir. 

But that is not quite correct in this respect, sir. The Government 
went to the law, that is, to the courts, in the early part of 1919 and 
1920, and tried to throw out the private owners, stating that they 
gained it by means of fraud or fraudulent methods, and the Govern- 
ment lost the case. 
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The CHatrMan. That is right. 

Captain MiLuer. So therefore it was wrong for the Government 
not to produce here if they are going to produce here [indicating]. 

The CuarrMan. That is right. 

Captain Miiurr. So that is why the leases were made. 

Mr. Kitpay. Don’t you have another problem? Didn’t you say 
there is some fee title in Standard Oil in the same field? 

The CuarrmMan. Oh, yes. 

Captain Miuuer. Standard Oil is in this same field, yes, sir. 

Mr. Kiupay. And they have the fee? 

Captain Mintier. And others are in there. 

Mr. Kitpay. So they could have taken it all? 

Captain Miuuer. No, sir. 

Mr. Kixipay. From their fee—I mean the drain 

Mr. Smart. Offset drilling. 

Captain Mituier. With offset drilling they could have drained our 
oil. 

Mr. Kiupay. Certainly. 

Captain Miiurr. If the Government did not lease. 

Mr. Kiupay. So in addition to the leases that were held valid, you 
had a fee title outstanding in the field and so you had to get a unit 
agreement. 

Captain Mitusr. Yes, sir. 

Mr. Rivers. Certainly— 

The CHatrMan. I think, members of the committee 

Mr. Rivers. Wait a minute. 

The fee owner could have taken all the oil and just gutted the 
whole field, if you didn’t make them a part of the unitized agreement. 
That is why he is in the unit to start with. 

Captain Miuuer. Yes, sir. 

Mr. ConeLan. Captain, just one small question. 

What happens if the data shows in that 6-month period 

The CHarrMAN. Can’t hear you. 

Mr. Conetan. What happens if the data shows in the 6-month 
period that the area of production has contracted, that there is 
enough—— 

Captain Miuuer. It is contracted? 

Mr. Conean. Yes. 

Captain Mruuer. That is perfectly all right. Just so long as they 
accurately outline the lines of productivity. 

Mr. CouHELAN. But then you would in any case, plus or minus, have 
to reconstruct your agreement as far as the participants were con- 
cerned. They would get more or less. 

Captain Minter. They would recompute the participating per- 
centages, depending on the productive area. 

Mr. Conexan. I see. 

The CHarRMAN. Thank you very much, Captain. 

You have met your responsibility. 

Mr. Gavin. Mr. Chairman. 

The CuHarrMan. Wait. 

Mr. Gavin. Before the Captain gets away: | think last year or the 
year before you requested or the Department of the Navy requested 
an appropriation to do some exploration work, I think, on that island, 
San Nicholas Island, is it, off the coast of California? 
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Captain Mituter. That was in 1957; yes. 

Mr. Gavin. You haven’t made any request again for any appro- 
priation to carry on any exploration work on that island, have you? 

Captain Mituer. No, sir. 

Mr. Gavin. I am glad to hear that. 

The CuarrMaNn. I may say we will have the captain back here to 
deal with the reserve in Alaska. 

After a conference with him the other day, he outlined the type of 
legislation they propose, and we will have up the question of trans- 
ferring that back to the Interior Department. 

Then we will also—— 

Mr. Gavin. Let’s hear that again, Mr. Chairman. 

The CuarrMan. No. 

Mr. Gavin. I didn’t get it straight just what you said. 

The CuarrMan. I say, the Alaska Reserve No. 4 is under the j juris- 
diction of the Navy. They will lay before the committee a proposition 
to transfer it from the Navy back to the Interior Department. 

Then we have the question of increased drilling in Teapot Dome. 

Those two question will be up here in a few days 

Thank you very much, Captain. 

Now, members of the committee, it is necessary now to go in execus 
tive session for a matter that must be disposed of this morning. 

Everyone that is not connected with the Department in connection 
with this matter, please retire. 

(Whereupon, at 10:50 a.m., the committee proceeded to other 
business. ) O 





